The Health Status Of Workers
Who Decline EmployerSponsored Insurance
Why do so many workers in less-than-perfect health turn down their employer's offer of health coverage?
by Linda J. Blumberg and Len M. Nichols M o r e t h a n f o u r -f i f t h s of nonelderly uninsured Americans are in families with at least one adult worker. In fact, 71 percent of the uninsured are in families with at least one full-time worker.
As a consequence, efforts to reduce the persistently high numbers of uninsured persons naturally focus on strategies for expanding coverage among workers and their dependents. While evidence indicates that the rate of employer-sponsored insurance coverage through a worker's own employer has increased recently, rates of coverage are still below where they were in the late 1980s. This is very troubling, since the economy was so strong in the 1990s.
A number of researchers have studied whether the decline in the rate of employer coverage is the consequence of changes in the rate at which firms offer insurance to their workers, the rate at which workers take up offered coverage, or both.
! While there are clearly differences across subgroups of workers, recent research demonstrates that there has been a clear decline in the take-up rate among all workers over the past ten years.
The objective of this analysis is to provide some insight into the characteristics of "decliners." Our primary focus is on workers who decline offers of employer coverage and are uninsured as a result, since they are of interest from a policy perspective. We develop a profile of decliners in terms of their socioeconomic characteristics and health status. We also compare them with workers who are not offered health insurance and workers who are offered coverage and take it up. ABSTRACT: This paper uses data from the 1997 National Health Interview Survey to compare workers who decline employers' offers of health insurance (decliners) with comparison groups of workers who take up offers of employer coverage and those who do not have such offers. Uninsured decliners fare much worse than coverage takers on every mental health measure. While the evidence on physical health measures is somewhat mixed, decliners who are not healthy appear to have greater difficulty obtaining needed services than do workers who take up employer coverage, although decliners tend to have somewhat better access than do the uninsured who are not offered such coverage.
tional Center for Health Statistics, is a crosssectional, in-person interview survey of 39,832 households. It is nationally representative and has been conducted annually, in some form, since 1957. It focuses on health status, use of health services, and morbidity; it has a large enough sample to be able to provide reliable estimates of many health conditions by considerable socioeconomic detail. These rich data on health status are unique for a data set that also includes information on employer-based insurance offers and on coverage.
Socioeconomic Profile
To develop a clearer understanding of the nature of the problems facing decliners, we compared their characteristics with those of workers in two comparison groups: workers who are offered coverage by their own employers and who take up that coverage ("takers"); and workers who do not receive a coverage offer from their own employers ("not offered").
When we examined the distribution of health insurance status for workers in each of the three groups (our study group of decliners, plus the two comparison groups), we found that the vast majority of decliners either had employer coverage through a source other than their own employer (63 percent) or were uninsured (25 percent). At 4 percent, the only other insurance status category that represented more than 2 percent of decliners was "private, nongroup."
# Of workers who were not offered employer coverage, only 40 percent had employer coverage through another source, while 41 percent were uninsured. Eleven percent of this population had private, nongroup coverage, and about 4 percent had Medicaid (no other category was above 2 percent). Exhibit 1 shows the time since last insured for currently uninsured workers. Uninsured decliners tended to have had some coverage more recently than the uninsured not offered coverage. About twice as many not-offered workers relative to decliners reported that they have never had health insurance. Uninsured decliners also were more than three times as likely as the uninsured not-offered to report that it had been less than six months since they last had coverage. A majority of both groups, however, had been without coverage for a year or more.
The remaining comparisons are drawn from uninsured decliners, uninsured notoffered, and insured takers.
$ Exhibit 2 shows the socioeconomic characteristics of these three groups of workers in 1997. The age distributions of decliners and those not offered coverage were very similar, with both groups younger than the takers. The two uninsured groups also were virtually identical in terms of marital status and the percentage having children. The takers were more likely to be married and to have children.
Decliners were more likely to be in poor families than takers were, but they were less likely to be poor than the uninsured notoffered. Decliners also tended to fall above the not-offered but below takers in terms of educational attainment.
As one would expect, uninsured decliners were more likely than takers, but less likely than the not-offered, to be employed by small firms (fewer than fifty workers). Decliners also fell between the other two groups in terms of percentage employed in the biggest firms (1,000 or more workers).
Health Status Profile
Uninsured decliners reported having worse health status than did takers, and these results are consistent when comparing workers of given ages within each group (Exhibit 3). Decliners also were more likely than takers, but less likely than the not-offered, to have a family member in fair or poor health. These findings seem counterintuitive since one would expect those with health problems to place a greater value on coverage and therefore to be more likely to take it up when offered. The correlation between health status and income, and the consequently reduced purchasing power of the ill compared with the healthy, may explain this result.
Decliners also were more likely than takers to have had eight or more bed days in the past year, and they tended to have more work-loss days. These results combined imply that uninsured decliners were more likely to be sick than takers were, and they may be more likely to be seriously ill when sick.
Decliners were in worse health than takers, yet they went longer periods without seeing a health professional. Almost 29 percent had gone one year or more without such contact, compared with about 18 percent of takers.
We now turn to a more detailed analysis of health status, using the health conditions information available in the NHIS. We first determined which conditions included in the NHIS affected at least 2 percent of the general population. We then used this limited list of conditions to assess the relative health status of decliners.
I Mental health conditions. In addition to physical health conditions, the 1997 survey included questions related to mental health conditions and access to medical services (Exhibit 4). The most startling differences are in the incidence of mental health conditions. Uninsured decliners and the not-offered suffered from all measured mental health problems at a significantly higher rate than was true of coverage takers. The uninsured groups also were more likely to report that their con- NOTES: Asterisks denote statistical difference from the decliner group at the .05 level or better. Individual mental health conditions represent answers of "all," "most," or "some" of the time. Mental health condition interference with life represents answers of "a lot" or "some." Smoke now, given smoked ever, represents answers of "every day" or "some days." Questions were asked only of sampled adults. Sample sizes: 1,020 uninsured decliners; 11,255 employer coverage takers; 2,832 uninsured notoffered. Sample excludes the self-employed and active-duty military. MI is myocardial infarction. ER is emergency room.
EXHIBIT

dition(s) interfered with their life.
The extent to which the 36 percent of decliners and the not-offered with at least one mental health problem received services for their conditions is unclear (data not shown). While 4.5-4.7 percent reported being unable to afford mental health care, the reporting of greater interference with their lives may indicate that the treatment gap relative to those with employer coverage may be even larger.
I Physical conditions. Uninsured decliners were more likely than coverage takers were to report having ever had asthma, recent face pain, and migraine headaches. They were, however, less likely to report ever having had diabetes or recent joint pain. Because of the high expected use of medical services for persons with diabetes, those offered coverage surely were likely to take it, which explains the differences between groups for that condition.
I Health behavior and general measures of access. The 1997 NHIS asked respondents if their health status was better than, the same as, or worse than it was one year ago. There were no significant differences among the three groups in the share reporting that their health had improved; however, takers were less likely than uninsured decliners were to report being worse off.
Another indicator of health status is the extent to which people make efforts to reduce unhealthy behavior. In that regard, we measured the likelihood that persons who had ever smoked (at least 100 cigarettes over their lifetime) were still smoking. Uninsured decliners who ever smoked were significantly more likely to still be smoking than were their counterparts in the taker group.
Decliners also were more likely than takers were to have had difficulty with access to medical services, although they did fare better on certain measures than did those not offered coverage. Decliners were less likely than takers were to have a usual source of care, but more likely to have one than those not offered coverage were. Decliners were more likely than takers were to be unable to afford drugs, mental health services, and dental care in the past year and to have had at least one emergency room visit. They were less likely than takers were to have had a flu shot.
These results indicate that uninsured decliners who are not healthy have difficulty obtaining needed services. They also have at least a somewhat greater tendency toward unhealthy behavior than those taking up employer coverage and may be less likely to seek out preventive care.
Policy Implications
These results are somewhat surprising, for we expected workers voluntarily declining coverage to be healthier than those enrolling. The only clinical conditions that were significantly more prevalent among employer coverage enrollees were diabetes and chronic joint pain. Since other conditions, especially less than very good overall health status and those reflecting substandard mental health, appeared at a higher rate among decliners, we infer that workers perceive the implications of those maladies quite differently than they view diabetes and joint pain.
Yet we know from the results on bed days and work-loss days that these other conditions are indeed debilitating to uninsured decliners. Our interpretation is that even though they are on average in worse health than workers who take their employer's offer, the presence of most conditions does not change the fundamental calculus: To these workers, the marginal value of insurance is lower than the out-of-pocket cost they would face if they were to become insured.
This judgment has many possible implications, some of which can only be explored in future multivariate work. However, these descriptive results support the inference that despite reduced access vis-à-vis takers, most decliners are able to obtain what they consider to be minimally adequate care. Almost one-half went to the doctor in the past year, and more than 80 percent reported that they could afford the prescription drugs they needed in the past year. While 36 percent (not shown) had some kind of mental health problem, only 4.5 percent reported that they could not afford mental health care (although some reporting mental health problems may not have sought mental health services). Since they were younger, less educated, and more likely to have low incomes than those who took employer coverage in 1997, it is possible that they had lower demand for both health insurance and health care (or higher thresholds of discomfort) than those who took their employers' coverage offers. It is also likely, of course, that subsidies would induce some of them to buy health insurance, but perhaps not all of them, voluntarily, ever.
The main policy implication that we draw is that workers without offers should get the highest priority in government efforts to extend coverage. Their health status is practically identical to that of uninsured decliners-save for hypertension and asthma, where they are healthier-and those without offers are even less likely to have seen a doctor lately, to have a usual source of care, and to have engaged in such elementary preventive behavior as getting a flu shot. And those without offers account for the bulk of the working uninsured.
This is not to say that decliners deserve no subsidy. A strong case can be made that all low-income persons should get new subsidies to purchase health insurance, on equity and efficiency grounds.
% Decliners with health problems must feel somewhat income constrained. Also, we believe that any new subsidies, such as individual tax credits, should be applicable to employee premiums as well as to products in the nongroup market.
& This is the best way to ensure that firms that offer coverage now continue to do so, and thereby to preserve today's limited degree of risk pooling in private health insurance markets.
'
The importance of mental health conditions to the relatively poor health status of uninsured decliners, despite the small percentage who reported difficulty paying for mental health care, suggests two policy responses. First, outpatient mental health services may need to be given a higher priority than they have traditionally been accorded by safety-net providers. Second, monitoring and maintaining mental health parity in group insurance may be more important to employee take-up than was previously believed. Mental health coverage is not cheap, but our results suggest that a substantial fraction of uninsured decliners with mental health problems may not even be seeking care.
Of course, bringing these persons into the insured risk pool may raise costs overall, but spread over the entire insured population, the extra cost entailed per insured person should be fairly small. Mental health parity may partially or even completely pay for itself with fewer work days lost and higher productivity overall. The recent proliferation of employee assistance programsemployer-financed systems intended to help employees through particularly stressful personal life changes-would attest to employers' perceptions of the productivity lost to the temporary mental health needs of workers.
Future Research Needs
Policymakers clearly need researchers to deliver a more nuanced understanding of why so many workers in less-than-perfect health decline their employer's offer of health insurance. Future multivariate work should devote itself to this task. Cost clearly matters, but the particular willingness to pay by workers with health problems is of great interest. A subsidy large enough to bring employee premiums to a level at which these relatively needy workers would purchase coverage would likely be a very efficient incremental coverage strategy.
At the same time, it would be ideal to study the longitudinal health status of those who decline coverage in any given year and are in less-than-excellent health. We note that uninsured decliners were more likely to have had deteriorations in their health status in the 
